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The real estate activity curve as shown 
on the chart to the right seems to be 
following its usual pattern after it 
crosses the normal line. After each 
real estate boom in the past when the 
relationship of voluntary transfers of 
real estate to the number of families 
dropped below normal, it has stayed 
below for aconsiderable period oftime. 
It looks very much as if real estate ac- 
tivity during all of 1958 will be at, or 
below, its present level. The purchase 
of a piece of real estate is generally a 
postponable matter, and transfers do 
not occur in large quantity when the 
economic situation is uncertain. 


The chart tothe right shows the num- 
ber of mortgages recorded each month 
for each 10,000 families in our metro- 
politan areas. 


Mortgage activity generally follows 
roughly the pattern set by real estate 
activity. When many transfers are tak- 
ing place, large numbers of mortgages 
are being recorded. Since this is true, 
if real estate activity is going to be be- 
low normal during 1958, we would ex- 
pect nogreat upward movement in 
mortgage activity. 
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The chart to the right is computed from 
the interest rates on recorded mort- 
gages in St. Louis. This is slightly 
lower than the rate shown on our na- 
tional figures, but is used in this par- 
ticular instance as our national figures 
do not go back to 1949. The percentage 
fluctuations are very similar. Since 
the records in the recorders’ offices do 
not show discounts and points paid to 
the lender for making the loans, the 
rates shown on this chart form an ac- 
curate picture of recorded interest 
rates only. This understates the actual 
average interest charge including dis- 
counts. Even when this is taken into 
consideration, it will be noticed that 
mortgage interest rates have been in- 
creasing rapidly in the recent past, and 
it seems that in 1958 rates will stay at 
least close to their present level. 


While foreclosures are still relatively 
low, as will be seen on any one of the 
long charts published by our organiza- 
tion, there has been a definite upward 
trend intheir number. The chart to 
the right shows that they have increased 
by almost one third in the last 2 years. 


In comparison with the number of fore- 
closures which preceded the drop be- 
low our normal line in real estate ac- 
tivity at the end of the boom of the 
1920 ’s, foreclosures are still insignifi- 
cantly low. 


During 1958 we believe that the number 
of foreclosures will continue to creep 
upward, but without any great rise. 
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The chart to the right shows the rise in 
residential rents by months since Jan- 
uary 1956. During 1956 and 1957, 
rents increased slightly faster than they 
did in the few preceding years. How- 
ever, they are not increasing as rap- 
idly now as they did during the last few 
years of Federal rent control. 


The rate of new family formation will 
increase rapidly during the next 15 
years because of the far larger number 
of persons who will reach marriage- 
able age each year during this period. 
We think that many of these persons 
will become renters before they become 
home owners, and this should prevent a 
reversal of this upwardtrend during the 
next few years, in spite of the fact that 
residential vacancy is increasing 
slightly at the present time. 


The chart to the right shows the average 
real estate tax load per family for each 
year from 1948 tothe present. The 
figures for this chart are computed by 
taking the total dollar real estate tax 
in all principal cities and dividing it by 
the total number of families in these 
cities. 


At the present time the average real 
estate tax load is approximately $237 
per family. This is more than double 
the $110 in 1944, and is 46% higher than 
the $162 in 1931. The average tax load 
will increase during 1958. 
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In 1950 we built 1,396,000 nonfarm . Dwelling Units 
dwelling units inthe UnitedStates. This ‘ : 

was a record. While we approached 
this figure in 1955, tightening credit 
anda lessening in demand causeda 
drop in 1956 anda drop in 1957. In 
1957 we built 1,039, 200 dwelling units, 
private and public combined. Of this 
number, 989,700 represented private 
construction. All dwelling units de- 
clined by 7%, while private dwelling 
unit construction declined by 10%. 
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It seems probable that 1958 will show a 
slight drop in private construction from 
the 1957 figures. 
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In contrast with the chart above show- Construction Volume 
ing the number of new dwelling units 55; 255 San 
started each year in the United States, 
the chart to the right shows the dollar 50 
volume ofalltypes of construction. 
While the number of dwelling units has 
followed a rather erratic pattern, total 
dollar construction of each succeeding 
year has been higher than the preced- 
ing year If current estimates for 
1958 are correct, in spite of a less fa- 
vorable economic climate, tre*-l con- 
struction will again set a record. 
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During 1958 construction of office build- 
ings, hospitals, public utilities, high- 
ways, and Government housing of var- 
ious types will contribute their part 
toward this goal. 
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The chart to the right shows the changes 
in the construction costs of a standard 
six-room frame dwelling from January 
1956 tothe present. With relatively few 
exceptions, the cost of building a house 
has gone up consistently for the past 25 
years. The month-by-month fluctua- 
tions for the past 2 years are shown by 
this chart. 


It seems probable that during 1958, 
construction costs will tend to stabilize. 
Some of the building materials have 
shown drops during 1957, but building 
labor has continued to go up, and many 
existing contracts have escalator claus- 
es. Freight rates have also risen, and 
these increases will offset some soft- 
ness in the economy. 


ING VACANCY 


Twelve years ago, there was very lit- 
tle vacant office space in the United 
States. There has been a tendency, 
particularly since 1953, for office 
building vacancies to rise. During 
1957, 1958, and 1959 a tremendous a- 
mount of new office space either has 
been put on the market or will be com- 
pleted. This increase is coming ata 
time when economic activity is decreas- 
ing. The eventual result, therefore, 
will be that office building vacancy will 
rise. 


Vacancy has not yet reached the point 
where it acts as a depressant on space 
rates. The average rate per square 
foot of rentable area is continuing to 
increase. 
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Every year since 1943 has seen an in- 
crease infarm taxes per acre. In 
1943 these taxes averaged 38¢. In 
1957, they averaged 92¢. This is an 
increase of 142% above the 1943 level. 
We believe that 1958 will show a con- 
tinuation of this rise. There seems 
little possibility of stopping tax in- 
creases in the near future, as the costs 
of State andcounty governments are 
advancing. With the higher birth rate, 
schools alone need much larger budg- 
ets than they did. 


The average value per acre of farmland 
in the United States has now reached an 
all-time record of $98.71. Values per 
acre inthis computation include the val- 
ue of buildings. It is impossible to seg- 
regate the values of the land in the sales 
figures that are recorded. The average 
sized farm in the UnitedStates has been 
increasing. In 1880 the average farm 
consisted of 134 acres. In 1935, it con- 
sisted of 155. The increase from then 
has been very rapid, rising to the cur- 
rent figure of 242 acres per farm. 


The chart to the right shows definitely 
the drop which has been taking place in 
general business during all of 1957, and 
there is no indication that this decline 
has stopped. It looks as if the business 
activity curve will drop, certainly dur- 
ing the first 6 months of 1958, and 
probably during the second 6 months as 
well. 
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Wholesale commodity prices have risen Commodity Prices 
in 20 of the past 25 years. During 1956 
and 1957, the upward trend was con- 
sistent. 
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It is probable that during 1958 com- 
modity prices will show some tendency 
to stabilize. Were it not for wage in- 
creases, many of which are specified 
in existing contracts, commodity pric- 
es would drop because of economic con- 
ditions. Any large drop is improbable 
at the present time, but a leveling off 
seems reasonable. 
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The rise in building material prices 


during the past 25 years has been much 
greater than the rise in wholesale com- 
modity prices. This indicates that the 
same increase in manufacturing effi- 
ciency has not been attained in the 
building material field that has been 
reached in many other fields of mass 
production. Prices have apparently 
stabilized, and it seems probable that 
1958 will see little change from their 
present level. 
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During the greater part of 1956 and 
1957, wholesale lumber prices were 
dropping consistently. It seems im- 
probable that there will be any sudden 
strength in lumber prices, but it also 
seems improbable that they will con- 
tinue to decline during 1958 at the same 
rate experienced during 1956 and 1957. 
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PURCHASING POWER OF THE DOLLA 
The chart to the right shows that the 
purchasing power of the dollar was 
higher in 1949 than it has been since. 
At that time a 1939 dollar would pur- 
chase approximately 58¢ worth,as 
against 49. 4¢ worth at the present time. 


The purchasing power of the construc- 
tion dollar has declined by a greater 
percentage. Using 1939 as a base, a 
dollar for residential construction will 
now buy only 30.9¢ worth, or consid- 
erably less than a third of what it would 
have bought in 1939. 
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